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Dear Mr. Derouen:

Enclosed please find the original and ten copies of Kentucky Power Company’s 2011
Reliability Report. It is being filed in conformity with paragraph 5(d) the Commission’s June
28,2010 Order in Case No. 200-00459.

Please do not hesitate to contact me if you have any questions.
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In accordance with the Public Service Commission’s Order dated June 28, 2010,
in Case No. 2009-00459, Kentucky Power makes the following report regarding its
distribution vegetation management program for the 2011 calendar year:

System Performance (SAIFI, CAIDI, and SAIDI)

The first set of reliability information includes the Kentucky Power System
Average Interruption Frequency Index, the Customer Average Interruption Duration
Index, and the System Average Interruption Duration Index for the reporting period,
known in the industry as SAIFI, CAIDI, and SAIDI, respectively. Kentucky Power has
included these system performance numbers, excluding major events as defined by IEEE
standard 1366, for the past five years:

Calendar | o4 py CAIDI SAIDI
Year
2007 2.276 146.9 334.2
2008 2.904 170.9 496.3
2009 2.556 194.5 497 .1
2010 2470 169.4 418.4
2011 3.085 195.4 602.8

The increase in SAIDI for 2011 is largely attributed to the extraordinary weather
experienced during the year. This is evidenced by the fact that 2011 was a record year for
precipitation in eastern Kentucky as we experienced a record level of 62.46 inches (NWS
at Huntington, WV) or 48% above the average annual precipitation of 43.1 inches.

Since there was plenty of moisture to support tree growth, we did experience an increase
of outages and SAIDI for “Vegetation Inside R/W” outage cause. With the additional rain
saturating the ground, we also experienced a large increase in trees uprooting and falling
into the line as well as trees sliding down the mountain into the line.

In addition, rainy weather has an influence on the failed equipment outages. Cutout
failures are the biggest contributor to failed equipment. It has been demonstrated that
most defective cutouts will cause outages after rain has dampened the pole and hardware.
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2011 Distribution Vegetation Management (VM) Work by Circuit

See Attachment 1 for vegetation management work performed on each
distribution circuit for 2011. The units reported are miles completed, acres of brush cut,
acres of brush sprayed, trees removed and trees trimmed.

2011 Distribution Operation & Maintenance VM Work by Circuit

See Attachment 1 for the total expenditures for vegetation management work on
each distribution circuit in 2011. RWM, AEP's software program for tracking vegetation
work and expenditures, does not separate the O&M and Capital expenditures for the
circuits worked during the year. Therefore the costs in Attachment 1 represent the total
O&M and Capital expenditures for each circuit in 2011.

Also, expenditures shown in this attachment do not include all costs associated
with the Vegetation Maintenance Program. Expenses associated with Internal Company
Labor & Fleet, unscheduled hotspot and trouble restoration work, incentive program for
tree contractor employees, materials (herbicides for the Spray Program), contract
foresters, tree contractor’s field supervision, and contract work planners are not allocated
to a circuit.

2011 Distribution Vegetation Management Plan - Additional Information

Kentucky Power’s Distribution Vegetation Management Program changed mid-
year 2010 from a performance-based maintenance program to a full-circuit maintenance
program aimed at moving our VM Program to a cycle-based approach. The transition to a
cycle-based program is estimated to take 7 years.

Maintenance was completed on 1,871 miles of line while our goal was to achieve
maintenance on 2,295 miles of line. This goal was not achieved due to underestimating
the amount of work required to re-clear some circuits which had not been maintained for
a number of years. 2,064 acres were sprayed, which exceeded the company's goal of
2,006 acres.

The total 2011 O&M expenditures for the VM Program were $17,245,255, or
$7,290 above the Settlement annual amount of $17,237,965, as shown below.

Total VMP O&M $ 17,245,255
Settlement Agreement Paragraph 5(a) $ 7,237,965
Settlement Agreement Paragraph 5(b) 3 10,000,000
Total Settlement Agreement $ 17,237,965

Amount spent above the agreement $ 7,290
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